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, from the

ot b o aeaire ot o o have cevaluated comments made hypﬂg%_

Al

Coquiter Jeaaotn Ancogiation, Tnc,, about Govergwent copputor
Qo oddeonepractiee s, The Avcocaintron capressced concern
about twe recent Govermnenl action , the

15 S Marine Corps piochiase ol two 17 Sh0/00 computers
thronple the Depaviaent ol befone (DOD) automatic data
processing (ADP) rentad T 2aive g peepsam without solicit-
ing competitive hids and

Zo - -Avrmy purchase of two TR 6 oo compmters. Only one
wan ddentified, o compuic p oo b airectly from the

lanternational Business Machin e U pgocction (TBM) under

a Se-yedy purchase plan el deof bied o the Army Secu-
rity Apency.

Althouph it did not provide specilic wnferantion, the Associa-
tton belicved that the Govermment could of fect sipgnificant
savines by gcquirving computers under leasing arrangements with
companies the Association represenlod.,

To evoluate the Association's comments we interviewed DOD
olficial . cad reviaceved pertionent DOD documents and {iles. We
also visiod noveral computer-leasing {irms to determine the
types of oqcooe Lhey provide and the relative costs of leas-
ine their @ystuons.

MARI LT coct el ST THON

Accardiee 1o Cheine Corps officials, the two IBM 360/50
compriier s et pits hased wbthoutosollclting.competition for
two reason:s.,

- the two computers, which had been leased by another
Governnent agency, were released and became available
under the DOD rentilization program at . convenient
time tor Marrne Corps usc,
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- Tthe purchase price for the veed computers was consider-
ably Tover than the pmrchase g e for two new [BM com-
puters hecause of purchase credits accumulated under
the other agency's lTeaing apreenent and because of a
further discount of $504 000 of fered by ITRM,

The Marine Corps officials stated that they belicved that
under these circumstances the procnrement action taken was
prudent, even thouph competitive bids had not been obtained,

The Marine Corps plans to avquiae Hive or six additional
coumputers soon, to bhe used op the o o0 tem an the two com-
puters alrveady acquired. At that tiwe the Mavine Corps in-
tends to cousider all possiblo ol lerpad oo womges and methods
of acquisition, including Jeasing computors from firms such
as those represented by the Associacion,

We do not concur with the Mavioe Soyps that it was prudent
to purchase these computers without ofaaaon . g competitive bids,
However, since the Marine Corp. hoo godicated that it plans to
obtain competition on the forthcoming puochianes of additional
computers, it appears that appropriate procerement methods will
be followed in the future,

ARMY ACOUISTTTON

We Timitea vur dnquiry regarvding the Army's actions to
the cowput v ipntatted at the Army Sccurity Agency and learned
that:

<= The computor was leased initially from IBM and installed
N December 10970,

=odn bebmriey 1070 the Army Scecurity Agency and IBM
entored snto o Seyear leasce-purchase agreement, under
which lteasaing cnsts would be lower and the Covernment
vould have an option to purchase the equipment,

--bate in fineal year 1972, the Army Sccurity Agency
cobicited connetitive bids from firms such as those
represented by tae Association to determine whether
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there was o more coonomteal wmethod and/or source for
goquiring the type ol computer reyuired.  No bids were
received on this competitive solicitation,

Army offiicials advised us that, because no firms responded
to the Army Scecurity Agency’'s solicitation, the Army planncd
to solicit bids for the Army Security Apency's requircements as
part ol a larger cowpetitive computer procurement.  These of -
ficials were optimistic that bids would he oblained in the new
solicitation- -plannced for about September 1972--bhecause the
Favger number of computers ravolved ceold he omore profitable
to many leasing firma. Untol action s been completed on the
proposcd solicitation, the Army Sewus vty Ancepey will continue
to Jleasce the computer {row 1DV,

Recause Tirms such as those veprenonied by the Associa-
tion did not take advantape of on opportuvity 1o bid on this
requirvenent- ~and will soon have another oppovisuwity to do so--
we cannot comment at this tiwe on the noavipes that may be re-
alized,

ACQUISTTION POLICTES

‘ On October 30, 196L, the Congress enacted Public Law
89-300, providing the General Services Administration ex-
clusive anthority ltor procuring all gencral-purpose ADP equip-
ment for wse by fuderal departments and apgencies. This law,
however, o caerves to the imbividual agency the right to de-
termine ARP v oqusrements, develop specifications for com-
puters, and o~ oot ospecifie types and computer confipurations
to fultil! 1o ity processine needs and to determine the use
to be made oo tne compnter syvstems,  This law also states

that ADP cquipoont switable Tov efficient and effective use
by Federsil apencies <hall be provided through purchase, lcase,
transfer of cqeipment drom other Federal agencies, or other-
wise,

Federal departmoents or apgencies have many alternatives
available to them ru oltaintng ADP systems, such as:

.

--Purchasing thom rrom the equipment manufacturer.,
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- Renting them divectly from the cgpuipment maputacturer,

1

~Leasing them {rom a third-party vendor,

-Purchasing used cquipment throupgh the reutilization
programs administered by the tederal Government.,

~Purchasing usced equipment Crom third-party vendors,

1

-Acquiying computer cyuipment thyoeagh the yeutilization

program at no cost to the cvcoemdary apency.,

We have issued many reports veoaitine Federal Government
acquisition polticices, The tatest oy insued dealing with
computer-Ieasing firms was ecotutled "al iy ear Leosing and
Government-wide Purchasing ol Auloinat vin Proccesing Lquip-
ment Shounld Result in Significant Savings™ (8- 5153069, Apr. 30,
1971).  On page 38 of that report we rovomsended that the Di-
reclor, Office of Manapement and budpet, amd the Administrator
of General Scrvices "Consider all avaittable copply sources in
purchasing cquipmenlt and use competition to the maximum extent
practicable "

During our present inquiry, we contacted officials of the
Navy and the Department of Labor experienced in acquiring com-
puters tfvom compnter-leasing Firms, and these officials advised
us that they were pleased with the computer systems and serv-
ices provided by these fivwms,  Generally, officials advised us
that the waia advantage of acquiring systems from leasing firms
wis cost savings,  they saild that "Experience has shown that
third parvty sources can provide adequate service for lower
costs."  therr wmadn objection was that leasing firms could
not always have adeqaate supplices to meet Federal agency needs
because leasing Ciras, as a general rule, do not have inven-
torics of computer systems available to meet immediate com-
puter nceds,

2cmc:e:n~c;uc<c,:hccszzﬁcﬂ-wc:mw:mqusmHo;o:oﬂswzo
the types of service they provide and the relative cost of
Teasing their systems.  ALL {irms we visited leased IBM System
360s, and oflicials advised us that their lease rates ranged
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from about 75 peycent to 90 pevcent of TS ledane rates on
I-yeur contracts for similar vquipmvnt;'mulliyrur contract
pates are as low as 50 percent of 1B batess Maintenance for
the systems is provided by 1BM o1 other service irms which
have maintenance Standards in accordance with IBM standards.,
We learned that leasing [ivms test thon cquipment before it
iv delivered to their customers to tasure that 1t is in satis-
factory condition,

The Assistant Sceoretary ol bolen cComplyaller) issued
a memorandum on June P35, 19700 conccraon acguisition of ADP
cquipment from third-party dedwine 0 opa o ctating that all
DOD activities should consider coppate o Toas e irms when
acquiring cquipment.  This memo 0 oces

"IU is recognized that the weroaee 0 the third
party leasing marhet is sach that b avocbability
of equuipment Tluctuates by Vi awd cupe, There-
force, tu take advantapge of polential oy
throngh this means requives both advapcn planning
and a responsive decision wmaling process,

"Recently, the DOD has been subjectod to cviticism
for not allowing thivd party lessors to compete dur-
ing the purchase of reased cquipment or when con-
verting on-hamd teased cquipment to purchasce.  Your
stalfs thould actively pursue the merits of third
party rources for existing and future acquisition
proposatls, "

We bedinovge that the memorandum was needed and should
help to prewote conaderation of all available sources.

We lope these observations will be useful to you and to
members o the Jornd Leonomic Committee in considering the
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Computer Lessors Association's exprossion of coucern about
Government computer acquirsition praciices,  Please advise us
if we can be of further assistance.

Sincorely yours,
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Aot gy, Complrebbor General

of the dheirod Yiatoes
The Honorable Willtiam Praswire
Choirman, Joint Economic Comwmitie TV
Congress of the United States
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